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SUBJECT: PLS PASS DR. HERBERT STEIN, C/O MR. THOMAS 
SUMMERS, FROM G.L. SEEVERS. 

1. MONETARY AGGREGATES FOR THE PAST WEEK SHOW BOTH M'S 
RISING AT A GOOD PACE. DURING PAST THREE MONTHS 

LITTLE M HAS RISEN AT A 4.8 PERCENT RATE WHILE BIG M 
HAS BROWN AT A 8.7 PERCENT RATE. SHORT-TERM INTEREST 
RATES HAVE CRACKED. PRIME IS NOW GENERALLY AT 9 PERCENT. 
MORE IMPORTANT, COMMERCIAL PAPER RATE AT AROUND 7.75 PRO- 
VIDES A LARGE ENOUGH DIFFERENTIAL FOR BUSINESS BORROWING 
TO BE SWITCHED INTO COMMERCIAL PAPER MARKETS. THIS 
WILL (PROBABLY) PRODUCE A COUPLE MORE QUICK CUTS IN THE 
PRIME. SOFTENING DEMAND FOR FUNDS AND EASIER FED POLICY 
SHOULD HOLD SHORT-TERM RATE ON A DOWNWARD COURSE UNTIL 
APRIL 1 (PERHAPS APRIL 2). WE HAVE ENOUGH M ALREADY. 

2. JANUARY HOUSING STARTS (RELEASE FEB. 19) GAINED 
MODESTLY. PAST NUMBERS REVISED SLIGHTLY BECAUSE OF 
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REESTIMATION OF SEASONAL FACTORS, BUT THE BASIC PATTERN 
WAS NOT CHANGED. LAST MONTH STARTS UP 6.1 PERCENT TO 
ALMOST 1.5 MILLION COMPARED WITH AVERAGE FOURTH 
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QUARTER RATE OF 1.583 MILLION. THE RISE WAS IN PRIVATE 
STARTS. AND INCLUDED GAIN IN BOTH SINGLE AND MULTIPLE 
UNITS. MOREOVER. PERMITS ALSO ROSE 9.5 PERCENT. 

GENERAL FEELING HERE IS THAT WE HAVE SEEN THE BOTTOM. 
MORTGAGE MARKETS IMPROVED SOME ALREADY. DECLINING SHORT 
INTEREST RATES WILL PRODUCE MORE IMPROVEMENT IN NEXT 
SEVERAL MONTHS. 

QUESTION OF RAPIDITY OF RECOVERY NOT YET ANSWERED. 

JIM MEIGS ET AL SUGGEST ONLY MODERATE RECOVERY BECAUSE 
HOUSINGDURING 1972 AND EARLY 1973 WAS FAR ABOVE LONG- 
TERM DEMAND TREND WHICH THEY SUGGEST IN THE NEIGHBORHOOD 
OF 2 MILLION UNITS. EVEN IF TRUE, HOWEVER, THIS CEILING 
COULD BE REGAINED BY LATE 1974. 

3. JANUARY PERSONAL INCOME FIGURES (RELEASE FEB. 19) 

SHOW EXPECTED SAG. PERSONAL INCOME DECLINED $4.1 BILLION. 
CAN BE ARGUED THAT THE DECLINE SHOULD HAVE BEEN MORE. 
ENERGY-RELATED DISLOCATIONS ARE NOT BITING VERY DEEP YET. 

WAGE AND SALARY DISBURSEMENTS DOWN $2.7 BILLION. FARM 
INCO ALSO OFF BY $2.8 BILLION (FOR UNKNOWN REASON). 

INCOME FIGURES CONSISTENT WITH OTHER INDICATORS FOR 
JANUARY. 

4. DRAFT HEALTH MESSAGE RECEIVED AND BEING REVIEWED BY 
O'NEILL. TO BE SENT TO CONGRESS FEB. 19. 

5. CLC RESPONSE TO YOUR MEMO ON ESP EXTENSION: LET'S 
MEET AND DISCUSS "MISUNDERSTANDINGS" SINCE WE HAVE A 
COMMON OBJECTIVE. 

RUSH 
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